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Abstract 
 
It is now well accepted that effective implementation of market orientation 
leads to superior performance. This paper theorises that market orientation and an 
innovative culture enable organisations to achieve higher brand performance. To test 
this proposition data were gathered from a sample of firms across a range of 
industries. The results support the premise that market orientation and innovative 
cultures improve brand performance and that innovative culture influences market 
orientation. The results also indicate that innovative culture is the stronger driver of 
brand performance over market orientation. 
 
 
Introduction 
 
Within the marketing domain, market orientation plays a dominant role in the firm 
performance-based research (e.g. Narver and Slater, 1990; Jaworski and Kohli, 1993; 
Pelham, 1997; Matsuno and Mentzer, 2000). However, questions about how market 
orientation contributes to firm performance still remain and this fundamental link has 
yet to be fully explored (Hunt and Lambe, 2000; Noble et al., 2002). Market 
orientation, from a behavioural perspective, is described as reflecting market-driven 
behaviours (e.g. Jaworski and Kohli, 1993; Hunt and Morgan, 1995), whereas the 
cultural perspective of market orientation is described as an aspect of an 
organisation’s culture thus reflecting market-driving characteristics (e.g. Deshpande 
and Webster, 1989; Narver and Slater, 1990).  Despite robust and extensive 
attention being paid to the market orientation-performance link, there has been little 
scholarly research addressing performance at the micro level such as brand 
performance. The importance of building a strong brand as a primary goal of many 
firms has been recognized in the marketing literature for quite some time (e.g. Berry, 
1988; Aaker, 1996; Perrier, 1997; Keller, 2001; Hoeffler and Keller, 2002). The 
purpose of this paper is to provide insights into how market orientation and 
organisational culture together contribute towards a brand performance and to shed 
light on the influence of an innovative culture on market orientation as well as the 
relative importance of innovative culture over market orientation in affecting brand 
performance. To this end, market orientation is seen as a firm’s market-oriented 
behaviours (Jaworski and Kohli, 1993) and which are a direct antecedent of brand 
performance. Based on Deshpande et al.’s (1993) typology of organisational culture, 
it is also argued that innovative culture is considered an antecedent of brand 
performance. 
 
Theoretical Issues and Hypotheses 
 
Market-oriented organisations, who keep track of and respond to customer needs and 
preferences in order to better create value for them, outperform others who are less 
market-oriented (Kohli and Jaworski, 1990; Narver and Slater, 1990). Indeed, Kohli 
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 and Jaworski (1990, p.13) argue that “a market orientation appears to provide a 
unifying focus for the efforts and projects of individuals and departments within the 
organisation, thereby leading to superior performance”. Whilst the majority of 
performance measures has been discussed at the macro level (i.e., firm performance), 
it is argued that a critical perspective is drawn from a firm’s product performance and 
in reality this is operationalised at the brand level. It is argued here that firms who 
pursue market orientation are more likely to possess strong brands. The logic 
underlying this argument is that the market intelligence on customer-mindsets related 
to the brand is a key to investment in marketing programs and their resulting 
performance. The relationship between market orientation and brand performance has 
yet to be addressed in the marketing literature. In extending previous research we 
expect a positive link between market orientation and brand performance. Therefore,   
H1. Market orientation has a significant positive effect on brand performance. 
 
It has been argued that organisational culture has a strong influence on firm 
effectiveness (Deshpande et al., 1993; Hurley and Hult, 1998). Reflecting on the 
notion of culture, Deshpande and Webster (1989, p.4) define organisational culture as 
“the pattern of shared values and beliefs that help individuals understand 
organisational functioning and thus provide them with norms for behaviour in the 
organization”. Organisations with a strong innovative culture might recognise that 
building a successful brand may not always depend on the interpretation of feedback 
received from current customers and competitors, but instead upon their ability to 
innovatively develop unique ways of delivering superior value to customers. Doyle 
(1989) indicates that a successful brand reflects ‘getting there first’ innovations in 
many ways including developments of new technology, new positioning concepts, 
new distribution channels, and new market segments. As such it is argued that an 
innovative culture is a significant positive factor to brand performance.  Therefore, 
H2. Innovative culture has a significant positive effect on brand performance. 
 
Firms possessing innovative cultures not only encourage market-driving 
behaviours that shape the market structure (e.g. Jaworski et al., 2000) but also engage 
in behaviours that generate, disseminate and respond to market intelligence in the 
marketplace. The difference between innovative culture and market orientation does 
not discount that innovativeness also drives a myriad of behaviours that provide 
potential sources of ideas derived from a market orientation.  One may conclude that a 
firm with an innovative culture will also pursue market orientation. This point, while 
somewhat different to the views of Hurley and Hult (1998) and Conrad (1999) who 
stated that firms with an innovative culture should use a market orientation 
differently, still supports the nexus between innovative culture and market orientation. 
As such, firms whose underlying culture has an innovation orientation will still pursue 
market orientation behaviours. This is so because a culture of innovation does not 
discount the sources being driven or found in the marketplace.  Therefore, 
H3. Innovative culture has a significant effect on market orientation.  
 
While focusing on market orientation and culture it is believed here that culture will 
have a significantly stronger effect on brand performance than market orientation.  
While this does not lessen the effect of market orientation on brand performance it 
does fundamentally argue that an innovative organisational culture is the stronger 
driver of brand performance over market orientation.  While others such as Hurley 
and Hult (1998) and Conrad (1999) have argued for differential relationships between 
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 market orientation, culture and performance,  few have argued for the greater effect of 
culture over market orientation on brand performance. Market orientation behaviours 
are market-driven while innovative/adhocracy culture facilitates market-driving 
activities that enable firms to shape the market structure (e.g. elimination of players, 
adding players, or changing the functions performed by players in the marketplace) 
and behaviours of the market players (Jaworski et al., 2000; Carrillat et al., 2004). 
The argument here is that innovation driven firms will reap greater performance 
outcomes even when they also possess aspects of market orientation at the same time.  
This argument as such indicates that the possession of an innovative culture does not 
discount the possession of a market orientation.  It does however argue that 
innovative culture contributes more to firm performance than market orientation.  
Therefore, 
H4.  The effect of innovative culture on brand performance will be 
significantly stronger than the effect of market orientation on brand 
performance. 
 
 
Research design 
 
The study was based on a survey of a cross section of 1500 firms. In total 177 usable 
questionnaires were returned accounting for approximately 12 percent. The Market 
orientation scale consisted of 10 items capturing the three components: intelligence 
generation, intelligence dissemination, and responsiveness to the intelligence, adapted 
from the Jaworski and Kohli (1993) measure of MO. Innovative culture was measured 
via a 12-item scale based on the definition of adhocracy/culture by Deshpande et al. 
(1993) focusing on key aspects of innovativeness from a culture perspective including 
encouraging creativity, being receptive to new ideas, decentralising decision-making 
and encouraging open communication. All items were measured via a seven-point 
scale with scale poles ranging from ‘strongly disagree’ to ‘strongly agree’. Brand 
Performance was measured by asking respondents to rate the overall performance of 
their identified brand on a 7-point scale from very poor to very good, and the brands 
market share and profitability growth from very poor to very good.  
 
Results 
 
The data were initially analysed using principal components analysis and all items 
loaded onto their respective factors. The factor analysis of market orientation 
produced 3 factors: intelligence generation (IG), intelligence dissemination (ID), and 
responsiveness (RESP) explaining 59% of the variance, with factor loadings between 
.50 to .88 and reliability of .80. Innovative culture had 1 factor explaining 52% of the 
variance with loadings ranging between .62 to .83 and reliability .91. The brand 
performance analysis produced a single factor explaining 72% of the variance and a 
reliability of .80. The preliminary analysis indicated the psychometric properties of 
the measures were acceptable to examine the relationships hypothesized in the model. 
 To explain multiple dependence relationships, partial least squares (PLS) 
which is based on a component concept is particularly suitable as a method of 
analysis and model evaluation for this study (Fornell and Bookstein, 1982; O’Cass, 
2001). PLS graph (Chin, 1998) was used to analyse the data to test the hypotheses. A 
number of fit indices such as r
2
, average variance accounted for (AVA); average 
variance explained (AVE), regression weights and loadings can be used for the 
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 predictive relevance of the model (hypotheses) (Lohmoeller, 1989; Fornell and Cha, 
1994). The AVE of market orientation is the mean-squared loading of indicators IG, 
ID, and RESP which was 0.71. This result is acceptable because the threshold to 
guarantee more valid variance explained than error in a construct’s measurement is at 
least 50 percent (Fornell and Larcker, 1981). As such the high correlations between 
market orientation and its indicators illustrate high reliability. Table 2 summarises the 
inner model results corresponding to H1, H2, and H3. The AVA for the endogenous 
variables is simply the mean r
2
 of the model (AVA=0.15) and it was greater than the 
recommended 0.10 (Falk and Miller, 1992).  Other indices presented in Table 1 such 
as paths and the bootstrap critical ratios respectively exceed the cut off point (paths > 
0.015) and are of appropriate size (greater than 1.96; p<0.05). These indicate that 
market orientation has a significant and positive (beta1=0.18) impact upon overall 
brand performance, thus, H1 is supported. Similarly, the influence of culture on 
overall brand performance is positive (beta2=0.28) and significant as predicted, thus 
supporting H2. As expected, innovative culture also has a significantly positive effect 
(beta3=0.46) on market orientation, thus supporting H3. 
Table 1. Partial Least Squares Results for the Conceptual Model 
 
Predicted variables 
 
Predictor variables 
 
Hypothesis 
 
Path 
Variance due 
to path 
R
2
 Critical 
ratio 
Brand performance Market orientation H1 0.18 0.05
a 
 2.55
 a
 
 Innovative culture H2 0.28 0.09
a 
 2.71
 a
 
Market orientation Innovative culture H3 0.46 0.21
 a
 0.21
 a
 7.00
 a
 
AVA     0.15
a
  
Note: 
a
 indicates meets or exceeds minimum acceptable levels 
 
H4 focused on the significance of the difference in effect of innovative culture and 
market orientation on brand performance.  A test of the differences between the 
strengths of relationships within the inner model paths was then carried out.  This 
analysis was undertaken using a procedure advocated by Chin (2002), and 
documented by Keil et al. (2000).  This approach treats the estimates of the re-
sampling in a parametric sense, through t-tests.  A parametric assumption is made and 
the standard errors are taken for the structural paths provided by the PLS software in 
the re-sampling output.  The t-test was then manually calculated to determine the 
differences in paths between groups.  Results from the t-tests indicate that all paths 
were significant with culture to brand performance being significantly stronger than 
market orientation to brand performance.  Thus, the analysis indicates a significant 
difference between the strengths of relationships of paths.  The path coefficient for 
innovative culture-BP was .28 (std error .10) and MO-BP was .18 (std error .07) with 
a T-value of 10.23, showing significantly stronger for Innovative Culture-Brand 
Performance. 
 
Discussion and Conclusion 
 
The results of this study extend our understanding of performance-based market 
orientation research. First, the positive impact of market orientation on brand 
performance replicates previous research which has also found a positive relationship 
between market orientation and performance at the macro level of firm performance 
(Jaworski and Kohli, 1993; Matsuno et al., 2002). Second, this study also contributes 
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 empirical verification that an innovative culture is a critical antecedent of brand 
performance. This finding whilst focusing on brand performance is consistent with 
prior studies which have found an association between organisational culture and firm 
performance (e.g. Deshpande et al., 1993; Leisen et al., 2002). As such, our findings 
provide empirical validation of Denison’s (1990) claim that firm effectiveness is a 
function of values and beliefs (culture) as well as policies and procedures 
(behaviours). 
The findings also provide significant support for the positive link between 
innovative culture and market orientation. Innovative firms are those that not only 
foster an improvement of their brand’s performance but also facilitate and encourage 
market-oriented behaviours. This finding is an important extension of recent views of 
the nexus between organisational culture and market orientation (e.g. Payne, 1988; 
Webster, 1994; Leisen et al., 2002). These perspectives generally conceive that 
market-oriented behaviour is a response derived from the organisational culture itself. 
A significant difference between the strengths of innovative culture and market 
orientation effects on brand performance are found. Specifically, the findings suggest 
that innovative culture has a significantly stronger effect on brand performance than 
market orientation. This finding is consistent with that of Deshpande et al. (1997) 
who also conclude that market orientation is less important than other organisational 
factors such as organisational innovation, climate, and organisational culture in 
affecting firm performance.  
The findings have implications for both researchers and practitioners. 
Although the precept that market orientation leads to firm performance has been 
widely recognized, the same assertion remains unclear in branding. The exploratory 
nature of this study provides support for the conversion of market-oriented behaviours 
into brand success. However, the findings also lead to a challenging question: do firm 
simultaneously pursue market-oriented business philosophy and cultivate innovative 
culture?  
Notwithstanding the compelling findings, several limitations should be 
considered. One potential limitation is using a single senior-level informant in the 
study. Future research should strive for multiple and perhaps even non-management 
informants. This would increase the reliability and minimize any bias in the data due 
to the same respondent rating all measures on the same survey instrument. As far as 
future research directions are concerned, several additional research areas can be 
suggested. Particularly promising is the investigation of the relative impact of various 
cultural types on brand success. This approach may provide additional insights into 
the relative value of alternative culture types by generating a bigger picture of the 
potential impact of organisational culture on a firm’s brand performance in the 
marketplace.  
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